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INQUEST ON THE SIROIS REPORT 


WHY WE OPPOSED THE REPORT 


by DR. G. M. WEIR 


Provincial Secretary, Province of British Columbia 


Here is a reasoned presentation of the case against ‘the Report, from the point 


of view of those responsible for social progress in British Columbia. 


Dr. Weir's 


record as an educator gives weight to this summary of his recent radio addresses, 
broadcast during February in British Columbia. 


ISCUSSION of the Sirois Report in 
British Columbia centres largely around 
two questions : 
(1) Why did the recent Conference collapse? 
(2) What would be the effect of the Report, 
if adopted, on the social and economic life 
of British Columbia? 
\t the outset, I should like to say that the 
Report, whether or not one agrees with all, or 
some, or none of its findings, is an able and 
valuable state document. Book I, which is 
largely historical will, I hope, be placed in 
every school library in British Columbia. 

In order that you may understand fully the 
position of British Columbia, may I remind you 
that the Sirois Commission presented its Re- 
port to the Dominion Government in May 
1940. At that time there was no indication 
that the Dominion desired to hold an early 
Conference with the Provinces on the subject 
ot the Report. It was not till early in November 
that Mr. Mackenzie King made it known that 
the adoption of the Sirois Report was con- 
sidered necessary to enable Canada to exert a 
maximum war effort. For this reason he and 
his colleagues apparently desired to present 
their views before all the Provinces at a Con- 
ierence to be called in January 1941. 

Some newspaper critics have stated that 
the B.C. Government could have avoided the 

cessity of attending the Conference by simply 
sending a letter informing the Dominion Govy- 
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ernment that British Columbia could not accept 
the principles of the Sirois Report. This state- 
ment is plausible only in the absence of facts. 
In the light of Mr. King’s position that the 
adoption of the Report was necessary as a War 
effort, how could the Premier of this Province 


refuse to attend a Conference called by Mr. 
King? 


Inadequate Ground Work for the Con- 
ference. Unfortunately it was not until three 
days before the B.C. delegation was to leave 
for Ottawa that a copy of the agenda reached 
Victoria. Then for the first time it was learnt 
that British Columbia was to participate in four 
Conference groups; one dealing with financial 
matters, another with constitutional matters, 
another with unemployment and labour prob- 
lems, and the fourth to deal with special prob- 
lems such as agriculture, social welfare and 
similar topics. This meant that the Province 
should be represented by a Cabinet Minister 
in each Conference group. Naturally there- 
fore the B.C. delegation was enlarged to in- 
clude other members of the Cabinet and their 
technical advisers. Had the agenda been re- 
ceived six or seven weeks before the Conference 
began, there might have been some opportunity 
to consolidate the work of the B.C. delegation ; 
but as it was, the Conference was set for 
January 14th, and this left no time for last- 
minute considerations. 


Th ree 





On reaching the Conference table the dele- 
gates heard no reason why the Report should 
be adopted as a War measure, other than Mr. 
King’s belief that “Canada would not be able 
to put forth its maximum effort to win the 
War, in order to distribute its cost justly and 
fairly” so long as present arrangements con- 
tinued. To our disappointment, the Dominion 
Government did not attempt to present con- 
vincing proof that the Report had to be adopted 
to win the War. Was the War effort to be used 
as a device to induce the Provinces to accept 
the Sirois Report? Under the War Measures 
Act, the Dominion Government already has 
unlimited powers in this regard. 
ther centralization of 


Was a fur- 
power in the Federal 
Government to be permanently established 
under a war-time pretext, which would still 
bind the Provinces after the close of hostilities ? 
This unexpected turn of events, and other con- 
siderations, led Mr. Pattullo to ask that the 


‘ 


Conference be thrown “wide open” and _ not 
limited to the basis of the Sirois proposals. 
Mr. King took strong exception to this sug- 
gestion, and insisted that the discussion at the 
Conference the 
“basis of what the Report proposes” (Han- 


111). this deadlock could 


not be broken, the Prime Minister, after con- 


would have to be limited to 


sard, p. secause 


sulting his colleagues, closed the Conference. 


The Discussion at Ottawa. Only a few 
excerpts from the record can be given. In his 
opening remarks, Mr. King quoted the main 
purpose of the financial recommendations as 
aiming “to place every Province in a position 
to finance its own social welfare programme, 
in accordance with Canadian 


average stan- 


dards”. Later I shall endeavour to show that 
the so-called “‘national average” as used in the 


Report is a statistical and social fallacy, and 


that its introduction was quite misleading and 
unfair to the more thrifty Provinces. 


Parts of the speech by Mr. Hepburn, who 
followed Mr. King’s opening remarks, were, 


to say the least, graphic. As a matter of fact, 


any person with an ounce of realism in his 


have realized 


Mr. 


make-up must within fifteen 


minutes after Hepburn commenced to 
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speak the utter futility of going into Committe: 
to discuss details. Mr. Hepburn’s references 
to “fiddling while London is burning”, 
Quebec “getting preferred treatment”, to sen: 
ing a “courier to bomb-torn London”, 
“national vandalism”, to “unadulterated hu 
bug”, and similar expressions, certainly did not 
create a favourable atmosphere for friendly di: 
cussion in committee. Mr. Hepburn stressed, 
as did Mr. King and all the Premiers, tly 
unanimity in Canada’s War effort, and in th 
maintenance of national unity. The implement 
ing of the Sirois Report, however, which it 
was alleged by the Commission would cost thi 
Dominion additional $40 
million, could scarcely be justified as a War 


Government an 


measure. Forty million dollars is a very large 
sum of money. I don’t know what that would 
mean in terms of Spitfires, Hurricanes, tanks, 
guns and munitions. But I do know that with 
this money the Dominion could pay the annual 
interest on a War loan 


billion dollars. 


of one-and-one-third 


At the end of the first day’s discussion it 
was clear that the Governments of Manitoba, 
Prince Edward Island and Saskatchewan 
favoured the adoption of the Sirois Report. 
These Governments combined represent only 
1,771,000 Canadians—or 15.6% of the entire 
population. The other Provincial 
representing approximately 85% oi 
Canada’s population, were either lukewarm or 


Govern 
ments, 


opposed to the adoption of permanent changes 
in the form suggested by the Sirois Report 


Limited Agenda or Free Discussion? 
Before the Conference bogged down on. the 
Mr. King and the 
Premiers made brief statements. 


second day, Provincial 
Mr. 
pointed out what he considered “the most 
important of all’, which in his own words 
(Hansard, p. 115), was “the demonstration vi 
unity of purpose with respect to Canada’s Wa 
effort”. However, Mr. King was unwilling t 
continue the Conference, except “on the basi 
of what the Report proposes”. 


King 


As three Pro 
vincial Premiers had emphatically disagree 
with this basis, there was obviously little to ) 
gained by going into committee to discuss 11 
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etail matters on which the participants in the 
roposed discussion widely differed in prin- 
iple. Mr. Pattullo appealed in a conciliatory 
manner to have the Conference continued on 

wider basis than that of the Sirois Report. 
If you want this Conference to continue”, he 
The 


juestion at issue between the three Premiers 


aid, “leave the discussion wide open’. 


and the Dominion Government was simply the 
limitation or non-limitation of the agenda to 
the basis of the Sirois Report. The Dominion 
Government controlled the Conference and in- 
sisted on such limitation; matters were there- 
Mr. 


Conference in a friendly spirit. 


fore stalemated; and King closed the 

Two days’ discussion at Ottawa had already 
caused more national disunity and sectarian 
Canada than will be 
As a matter of fact, sec- 
bitterness engendered (in the East) 
chiefly by the proposal to give Quebec 
$8,000,000 annually, had really destroyed all 
hopes for a successful Conference, even before 


bitterness in Eastern 
healed in a decade. 


tarian 


it was convened. The proposed Finance Com- 
mission under Plan One—a small bureaucracy 
to be set up in order to control Provincial 
financing—would probably destroy whatever 
vestiges of Canadian unity might have been left 
after the sectarian animosities already referred 
to had done their damage. 


Social Services Are War Services. 
On many occasions I have emphasized the fact 
that nothing else will matter if Hitler wins the 
\Var. Hence all our health, educational, and 
social welfare activities must be, and now are, 
War effort. 

3ritish 


subordinated to the According, 
and Canadian 


\uthorities, including Prime Minister Churchill 


however, to leading 
and Mr. Ernest Bevin, the health services and, 
War 
services. In his broadcast on Sunday, Febru- 
iry 16th, Mr. 
viving all her workers “much greater security 


within reason, education services, are 


3evin said that Britain was 


ind assurance” by protecting their “welfare 


nd medical needs, and taking similar respon- 


Nor is Mr. 
“When the War is over’, wrote Sir 


-ibilities’’, Bevin alone in his 
ICWS, 


dward Beatty, “we will wonder what we have 


been fighting for, if we neglect in the interim 
our own local social and community problems, 
and will find ourselves stripped of those advan- 
tages which we have striven to secure, even 
through periods of depression. What 
distinguishes Great Britain and Canada from 
the German concept is the maintenance by us 


most 


of those enterprises which are based upon 
good-will and a helpful spirit”. 

Retrenchment now in desirable health and 
social services would mean the wiping out of 
hard-won gains. It would be similar to allow- 
ing the lapse of an insurance policy on which 
many had paid. British 
Columbia has a growing population. Conse- 
quently this Province has expanding health 
and educational requirements. 
needs expanding revenues. 


premiums been 


It therefore 
I am not suggest- 
during war-time we should 
expand greatly, although we should endeavour 
not to sacrifice hard-won gains. 


ing here that 


In my opinion 
the recommendations of the Commission would, 
if implemented, result in curtailment rather 
than expansion of B.C. revenues. 


Educational 
1934, made greater 
advances in education than in the previous 


Since 


Progress in B.C. 
British Columbia has 
20 vears. We want this progress to continue. 
Grants for education have been increased by 
over a million dollars a year; but are still sub- 
standard in comparison with Great Britain, the 
United States, and the chief 
racies. This year a special grant to Vancouver 
of around $70,000 will enable the School Board 
to restore teachers’ 


3ritish democ- 


Our new 
riculum, while not perfect, is probably the best 
in Canada, and among the best in America. 
Our teachers are the best trained, and on the 
whole reasonably paid, though many of them 
are underpaid. Our adult and extension edu- 
cation is among the best of its type in America ; 
our school and community drama and radio 
programmes are unequalled in Canada, if not 
in America. 


salaries. cur- 


Our “pro-rec’”’ movement, which 
prepared many instructors and hundreds of 
the rank and file for the army, has served as a 
model in many respects for a similar physical 


education programme in England. Our health 
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programme in the schools is rapidly being im- 
proved, and is said to be the best in Canada. 
Our Government obtained a $70,000 gift from 
the Rockefeller Foundation, to help launch the 
Greater Vancouver Metropolitan Health Unit, 
the first of its type in America. Our tuber- 
culosis and venereal disease control programmes 
have been greatly developed and improved. A 
sound Teachers’ Pensions Act has been passed ; 
steps have been and will be taken to relieve 
the taxation burden on land. Naturally we are 
anxious not to lose these gains; and they can- 
not be maintained if we have to depend upon 
the sale of liquor as our chief single source of 
revenue, 

The 


reduce drastically—expenditures in my De- 


B.C. Government could reduce—and 


partments; but this reduction would be at the 
expense of the under-privileged, the indigent, 
the dependent, the poor and sick, those in the 
We could, 


for instance, forget about that proposed six 


lower income brackets, and others. 


million dollar expenditure on health institu- 
tions. In fact, we shall probably have to post- 
pone such expenditures until the end of the 
War. The Vancouver General Hospital would 
have (perhaps I should say, will have) to 
The 
expenditures at Essondale and the Boys’ Indus- 
trial School will probably have to be postponed. 


forego any grant for the time being. 


The urgent requests for hospital construction 
throughout the Province, amounting to a million 
dollars, will probably have to be refused. The 
numerous requests for school buildings and 
increased school grants to meet the growing 
needs of the growing population will probably 
also have to be refused, “for the duration’. 


Must We Economize in Health? Of 
course we could reduce hospital grants from 
70 cents to 45 cents per patient day; we could 
reduce our share of contribution towards old 
age pensions—that niggardly pittance of $20 
a month; and we could reduce mothers’ allow- 
ances by 20% below the $35.00 a month now 
allowed for a mother and one child! Also we 
could reduce our expenditures on tuberculosis, 
and let the death rate of the poor and under- 


privileged mount up to what it was in 1934; 
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and we could also cut the grant for vener 
disease control, and let the incidence of vener: «| 
diseases in B.C. increase by 30% or 40 
Then we could cut down our grants for t 
Metropolitan Health Unit, public health nu 
ing, school medical and dental services, and |ct 
the children, who have no redress, bear t! 
brunt of such reduction. But at this point even 
the hardboiled reactionaries might object 
such economies ! 

And yet if Plan I of the Sirois Report were 
adopted, British Columbia would face a prob- 
able reduction in our educational, health and 
welfare services of about 30% below present 
standards. True, Quebec would receive a 
“national adjustment grant” of $8,000,000: 
Manitoba, $2,100,000; Saskatchewan, $1,750.- 
000, plus an emergency grant of $2,000,000. 
But as for this Province, well, we could expect 
nothing from the Dominion until we had 
dropped to a so-called “national average’—a 
figure which is actually lower than anything 
experienced by British Columbia during even 
the worst years of the Great Depression. 


Financing Education by Liquor Taxes. 
What would be the chief sources of revenue 
left to British Columbia, if the so-called Plan 
One of the Report (under which income taxes, 
corporation taxes and inheritance taxes were 
to be taken over by the Ottawa Government) 
were adopted? These would be from liquor 
sales, gasoline taxes, automobile licenses, and 
miscellaneous revenue. Of _ these, liquor 
revenues would be the largest, i.e. $412-millions 
in 1940. In other words, the upkeep of our 
educational, health, and other services would 
be dependent largely—much more largely than 
at present—on liquor revenues! Large liquor 
sales would be necessary to finance education ; 
expansion of our education and health services 


would depend largely on the consumption of 


more liquor. King Alcohol would be in th 
Now I am not arguing for o 
against the use or non-use of liquor; but if ou 
people quit drinking liquor, we should |b: 
obliged to reduce our educational grants. I 
toxicate in order to educate! Surely the upke: 
of education should not depend on such a flu: 


driver's seat. 
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1ating source of revenue. And yet under Plan 
ne the liquor interests as well as the oil com- 
anies and all others would pay their personal 
icome and corporation taxes (if any) to the 
lominion Government, and it would become 
npossible for the Province to take a slice of 
hese incomes for social services and education. 
\Vhat a bargain! If the Report were adopted, 
ducation and social service standards in B.C. 
vould be set back 25 years. 


Fallacy of the “‘National Average’’. The 
Commission Report states that (Vol. 2, page 
107) “the chief merit of the Commission’s 
recommendations (for B.C.) is the assurance 
of means to maintain at least average Canadian 
standards in the event of either a sudden blow 
to the primary exporting industries, or the 
depletion of the best of the natural resources”. 
This guarantee, which is supposed to be the 
“chief merit” of the Report for British Colum- 
bia, does not seem to offer a great deal to 
British Columbia, as its net result would be 
to provide a standard approximately 28% be- 
low the standard now in effect. 

Moreover, the total exhaustion of our princi- 
pal natural resources—an unpredictable matter 
in itselfi—would be accompanied by the emigra- 


tion of some of our citizens, the unemployment 


of many others, and the general dislocation of 
our economy, These are such desperate prob- 
lems as would dwarf into insignificance the 
niggardly cure offered under the Plan to supply 
social standards equal to the then prevailing 
so-called national average. Our preference is 
rather to anticipate these economic problems 
by re-investing the revenue now accruing from 
our exhaustible resources in sound development 
projects. Are 
ve to sell out the Province now in expectation 
if a future consolation ? 


3ut what of the meantime? 


Who is g ing to pro- 
ide this consolation for British Columbia? If 
ur resources are expected to vanish, will not 
those of the other Provinces do likewise? The 
truth is that the Plan very 


paltry and intangible promise for the distant 


Sirois offers a 
iture in return for heavy sacrifice now. 
Let me now say a few words regarding the 
called “national average”, and the “national 
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adjustment grant”, mentioned in the Sirois 
Report. This so-called “national average” is 
very important, for upon it would depend the 
size of the national adjustment grant, if any, 
to the Provinces. Let us take education. By 
a process of statistical juggling, the national 
average of expenditure on education for every 


man, woman and child 


in Canada (except 
Quebec) was computed by the Commission to 
be $9.78 per annum. Three Provinces had a 
per capita expenditure on education (B.C., 
Ontario and Alberta) above this $9.78 average, 
while six Provinces fell below the national 
therefore, 
national adjustment grants 
sufficient to bring them up to the national 
standard. It was computed that Quebec, for 
instance, spent $7.24 per capita on education. 


Pe ssibly this 


average. These six Provinces, 


would receive 


amount subtracted from 
$9.78, leaving $2.54; and the $2.54 was multi- 
plied by the population of Quebec, thus making 
an adjustment grant of $8,000,000 a year. 


was 


The “Yardstick” in Education. The 
question arises how the $9.78 was obtained. Is 
this $9.78 really a statistical fraud? Is there 
actually any valid measurement, such as a 
national average, showing the average per 
capita expenditure on education by the various 
Provinces combined? In the first place, what 
is included under that very broad and indefinite 
word There 
differences in 


‘education’ ? are widespread 


economic various sections of 
Canada—so widespread that it is doubtful if 
any reliable or meaningful ‘average’ of them 
all could be computed. Now I submit that so 
many variable factors enter into the computa- 
tion of education expenditures and grants 
(both Provincial and local) that no reliable 
Canadian average standard can be calculated. 
Non-homogenous data cannot be averaged. 
From Province to Province such variable fac- 
tors as the following have been ignored in the 
Commission’s computations—i.e. variations in 
standards, such as age-levels for compulsory 
school attendance; variations in professional 
standards; variations in teachers’ salaries; 
variations in modernization of school plants 


and curricula; variations in taxable wealth; 
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variations in effort to pay; variations in 
separate and public school standards ; and costs 
in certain Provinces; and so forth. The pres- 
ence of these and similar factors destroys the 
validity of the so-called national average. This 
average is not even an approximation; for 
that 


Canada, no valid national average could pos- 


under conditions presently obtain in 


sibly be computed. I have consulted some of 
the leading statistical authorities in Canada, 
including two at McGill and Toronto Univer- 
sities. Here is a quotation from a letter by a 
well-known Professor of Statistics in a Cana- 
dian University: ‘The method of averaging 
is not only unfair, but downright prejudicial to 
the maintenance or the promotion of a decent 
The 
method of averaging would discourage certain 
Provinces 


standard for the country as a whole. 


from extending necessary social 
services ; and might even place a premium on 
low-cost or niggardly Provinces in maintaining 
similar services. Provinces attempting to do 
a good, or a progressive, job, would be penal- 
ised”. Another leading authority, Dr. Rugg, 
with whose work every student of educational 
“The 


student should guard constantly against the 


statistics is familiar, writes as follows: 


fallacy of computing averages from non-homo- 
genous data’. Authorities in statistics, with- 
out exception, agree with the content of these 
quotations. The method of averaging used in 
the Sirois Report is fallacious and misleading. 
No competent statistician anywhere would 
attempt to defend the alleged validity of the 
national average. 

As the 


statistical 


so-called national average is a 
the adjustment 


grants, which are geared to the national aver- 


fallacy, national 
age, and constitute the basis of Plan One, also 
collapse. Plan One, of course, also goes by 
the board. The mathematical content of the 
Commission’s reasoning undermines the valid- 
ity of their financial recommendations. 

There is another curious feature to be noted 
about the national adjustment grants. The 
Commission (Vol. 2, p. 127): “As ex- 


plained in the outline of Plan One, no con- 


said 


ditions are attached to the national adjustment 


grants. They are given when a Province can- 
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not supply average standards of certain speci- 
fied than 
taxation ; but the Province is free to determi: 


services without greater averaye 
on what services the grants will be spent, or 
whether they will be used, not to improve 
services, but to reduce Provincial (and muni- 
In other words, the plan 


To any Province that could 


cipal) taxation’. 
amounted to this. 
the 


not maintain 


so-called national standard 
] 


in education and the social services, a nationa 
grant should be given. But the money thus 
given need not be spent on maintaining the 
national average—not at all. It could be spent 
on roads, buildings, or even to reduce taxation ! 
I am sure that most citizens will feel, as I do, 
that there is something radically wrong with 


this scheme. 


Are British Columbia’s Social Services 
Extravagant? It has frequently been asserted 
by Eastern and Western critics of British 
Columbian finance, that B.C. has been extrav- 
agant in expenditures on education. Accept- 
ance of the Commission’s yardstick of the 
“national average” as constituting a reasonable 
standard for education would make this charge 
But let us 
Does it make possible 


of extravagance appear justified. 
examine this yardstick. 
the maintenance of educational standards such 
as are not merely desirable, but necessary, in 
our society? In 1935-36, the total reported per 
capita expenditure on education in England in 
state-aided institutions including universities 
was $14.50, as compared with the alleged $9.78 
for Canada as a whole, and $12.47 for British 
Columbia. In a radio address on January 2nd, 
1941, Mr. H. Ramsbottom, Minister of Edu- 
cation for Great Britain, said that after the 
War Britain would rebuild her schools to meet 
modern requirements, and that the compulsory 
We should 
be thinking along similar lines in Canada. 
Again, in New Zealand for the year ending 
March 3lst, 1938 the per capita expenditur 
upon education in state schools and univer- 
sities was $15.00, as against $12.47 for British 
Columbia. Again, in 1930, only eight Ameri 
can States were below the proposed Canadiat 
“yardstick”, or national average for 1937—an( 


attendance age would be 16 years. 


> Eight 





hese were the unprogressive and backward 
Southern States. The median for the whole 
f the United States is $19.63. 
more than double the Canadian 


This is 9 cents 
“vardstick”’ ! 
lt is obvious that modern standards have not 
vet been reached even by the Canadian Prov- 
nees which spend most on education. Judged 
by the per capita expenditures in England and 
Wales, in New Zealand, and in the United 
States, all three Provinces, Ontario, Alberta 
and British Columbia, fall below this average. 
The Commission’s “national average” is there- 
fore an inadequate yardstick. 
interests of all Canada that 
standards should be maintained and extended, 


And it is in the 
our educational 


as soon as possible, rather than lowered. 

It has been the practice in Canadian school 
administration to have local school units or 
districts, which bear a large but varying portion 
of school costs. This system has encouraged 
local initiative, and has made possible the 
development of superior schools in progressive 
communities. Under the Commission’s plan, 
local initiative would have to be discouraged 
or curbed by For 


local expansion would raise or keep the Pro- 


Provincial governments. 


vincial average above the national average, and 
so jeopardise the obtaining of an adjustment 
grant. The effect of the Commission’s plan, 
therefore, would be to tempt Provincial gov- 
ernments in the more progressive Provinces 
a policy hitherto unheard of, and 


unthinkable 


to adopt 
namely, the discouragement of 
local initiative and interest in education. The 
plan therefore is reactionary, as far as educa- 
tion is concerned, and can be acceptable only 


to the backward elements in the community. 


The same argument holds good in regard 
to public health as in regard to education. Dr. 
Grauer in his special study on public health 
for the Sirois Commission points out (page 73) 
that the standard considered necessary for a 
reasonable programme of prevention — alto- 
gether apart from curative measures—is be- 
tween $2.00 and $2.50 per capita per annum. 
Dr. C. E. A. Winslow, Professor of Public 
Health at Yale University, and one of the 
utstanding health authorities on this continent, 
ists a per capita expenditure of $2.17 as being 


the accepted standard. 
is less than 25% 


The Canadian average 
and the British Columbia 
average less than 50% of the amounts stated 
by Drs. Grauer and Winslow. 

Furthermore, so far as the total expendi- 
tures on health (including prevention and cura- 
tive treatment) are concerned, Dr. 
points out (page 75 


Grauer 
of his study) that the 
average per capita expenditure for all Cana- 
dian Provinces is only $1.68 (which is less than 
the expenditure that should be made on pre- 
ventive public health services alone), while 
British Columbia’s per capita expenditures on 
all aspects of health—although the highest of 
any Canadian Province—amount to only $3.28 
This is, of course, for the Pro- 
Government 
municipal 


per capita. 
vincial alone; the addition of 
health expenditures of all kinds 
would raise the total for B.C. to $5.84 per 
capita, as against a per capita expenditure in 


England and Wales of $6.67. 


Preventive (v.) Curative Health Ex- 
penditures. 
in the health programme of British Columbia— 
and of all Canada. 


There is one real extravagance 


That “extravagance” lies 
in the fact that we are spending so little on the 
preventive aspects of public health, that we are 
forced into wasteful and costly expenditures 
on the curative side. Dr. Grauer points out 
that of the total per capita expenditure in 
Canada on all phases of health of $1.68, only 
24 cents per capita is spent on prevention, and 
$1.44 per capita is spent on attempts to cure 
what our preventive programme has failed to 
prevent. In the words of Dr. Grauer, “an 
intensified programme of prevention should, 
over a period of time, materially reduce certain 
health expenditures, especially those on institu- 
tions for mental and tuberculosis patients, and 
to a lesser degree, those on general hospitals. 
It should be remembered that without thor- 
oughgoing prevention there will continue to be 
a rising curve of capital expenditures on health 
institutions and hospitals”. 

There is an immediate need of $6,000,000 for 
additional capital expenditure, mainly on health 
institutions, in British Columbia. The Van- 
couver General Hospital alone needs $1,000,- 
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000 for construction; and, additional hospital 
accommodation is urgently required in many 
centres in B.C. Money is also badly needed 
for preventive health services, such as tuber- 
culosis control, venereal disease control, cancer 
control, and mental hygiene. Furthermore, our 
cities are calling for more aid for indigents, 
and for more medical services for pensioners 
and low-income groups. Of course most of 
these expenditures must be postponed till the 
end of the War. This is an exact illustration 
of what Dr. Grauer cites. Had our predecessors 
in office exercised a little more foresight in past 
years, we would have spent more money on 
prevention, and in consequence should have less 
need for costly capital expenditures at the 
present time. The whole tenor of The Study 
of the Distribution of Medical Care and Public 
Health Services in Canada, published in 1939 
by the Canadian National Committee on Men- 
tal Hygiene, is to the effect that expenditures 
on public health in Canada to-day are com- 
pletely inadequate, and that even to the extent 
that they are being made, they are wasteful, 
because they are neglecting prevention, and 
spending most of the funds on cure. The 
reason, of course, is obvious: the Provinces 
have already on their hands a great burden of 
expense in that is 
Responsibility 
for curative expenditures cannot be ignored or 
even deferred. 


with illness 


actually present at the moment. 


connection 


Unfortunately, expenditures on 
preventive public health are for the most part 
both ignored and deferred, because the Prov- 
inces find it impossible to finance these two 
burdens at the same time. The surest means, 
however, of preventing wastage in Provincial 
health fields, is to make it possible for the 
Provinces to finance increased preventive pro- 
grammes, in such a way as to cut down the 
heavy capital costs of curing illness in its later 


stages. 


Conclusions. [Let me sum up the health 
and welfare situations as follows: 

(a) If the recommendations of the Sirois 
Report were carried out in their present form, 
it is very doubtful if British Columbia could 


maintain, and it certainly could not improve, 


Page 


the present standard of health and welfar 
services. The ability to maintain presen 
services necessitates maintenance of revenu:s 
at least at their present level; but such mai: 
tenance would soon be inadequate because of 
(i) rapidly growing population, and (ii) We 
ward trek of sick and convalescent persons. 
In 1934 British Columbia through its Govern- 
ment and municipalities paid over $700,000 in 
health and welfare costs for those who had 
resided on an average three years or less in 
British Columbia when they became dependent 
(b) The Sirois Report, if implemented, 
would deprive the more progressive Provinces 
of those types of taxation by means of which 
they have been able to provide fairly adequate 
health and welfare services. Thrift, as prac- 
tised by progressive Provinces in emphasizing 
preventive public health measures, would be 
discouraged, and even penalised. Progressive 
Provinces would no longer have the taxing 
powers to develop adequate programmes oi 
health and welfare, even if they so desired. The 
Commission states (Vol. 2, page 106) that the 
tax-payers of B.C. would save $4,000,000 in 
taxes when Dominion levels of income, cor- 
poration, and succession duty taxes were sub- 
stituted for the present Provincial scales. But it 
has not been explained that the Commission also 
favoured a very heavy increase in the taxation 
of personal incomes, in order gradually to 
eliminate the Federal Sales Tax, and all exist- 
ing corporation taxes with a few minor ex- 
ceptions—such as license taxes and taxes on 
real estate. It was their intention that the tax 
system of Canada should be reformed in such 
a way that the burden of business taxation 
should be shifted entirely to the personal in- 
come, and more particularly to the middle-class 
income groups (Vol. 2, pp. 151 and 157). © 
the other hand, the corporations could expect 
to benefit from the Sirois plan, because the) 
would be freed from various forms of taxation 
which would be replaced as a_ provisional 
measure, “by increasing the rate of taxatio: 
on the net incomes of corporation” (page 151) 
It is the corporations who would benefit—a1 
the corporations only—from the Sirois pla: 
Here are some of the corporations which t! 
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(ommission has expressly suggested should be 
ed from corporation taxes: liquor export 
mpanies, race-track companies, insurance 
mpanies, finance companies, chain stores, 
nks, telephone and telegraph companies, oil 
mpanies, and electric power companies (Vol. 

2, pp. 115-116). 

Assuming that it is socially desirable that 
the $4,000,000 supposed to be saved in taxation 
should be used for health and welfare services, 
how could the Province devise taxation meas- 
ures that would tap these sources of revenue? 
Under the proposed set-up, no such Provincial 
tax could be devised. 

(c) The assessment of fiscal needs on the 
basis of the so-called “national average” in- 
volves at least two false assumptions: (1) that 
such average, even if it were statistically sound, 
is a measure of adequacy; (2) that anything 
above the national average might represent 
over-expenditure, or even extravagance. As I 
have already stated, expenditures on public 
health, especially on preventive health services, 
in Canada, are disastrously low in comparison 
with recognized levels of adequacy and actual 
expenditures in both Britain and the United 
States. The Commission offers no constructive 
suggestion, as regards Federal aid to the Prov- 
inces, to provide adequately for preventive, as 
opposed to other, public health measures. In- 
deed, prevention is definitely discouraged, when 
an “average Canadian level” of less than 50 
cents per capita is accepted by the Commission 
as a measure of adequacy, instead of the authori- 
tative standard of four times this amount. 

(d) Significant public health — services, 
which are national in scope but come under 
Provincial administration, apparently receive 
little consideration in the report. In respect 
of the above services, British Columbia’s sub- 
mission to the Commission asked for condi- 
tional grants-in-aid. These include 

iberculosis control, venereal disease and can- 

control, health units, child welfare, mental 
vgiene, etc. Surely the care of public health 
as much a matter of Dominion concern and 
oral responsibility as it is a matter of Pro- 
ncial concern? 


services 


The Dominion Government 


pays three-quarters of the old age pension: 
there is equal reason why it should pay at least 
one-half of the cost of vital public health 
services that are of national importance. The 
Sirois Report gave no constructive lead in this 
field. 

Conditional grants-in-aid, i.e. subsidies ear- 
marked for special purposes only—by means 
of which the above ends could probably be 
achieved—are damned with faint praise in the 
Report itself, and especially in the supplemen- 
tary studies. Yet grants-in-aid have worked 
satisfactorily in Great Britain and the United 
States. They could also be made to work in 
Canada. Actually they have never been tried 
in Canada, on even a semi-scientific basis, ex- 
cept on one or two occasions, as for public 
health and technical education; and on these 
occasions they worked satisfactorily. 

(e) No Dominion leadership in improving, 
or even assistance in maintaining, provincial 
health and welfare services is suggested, except 
on the basis of general fiscal need, which, as 
already -stated, is definitely below authoritative 
standards. 

The policy suggested in respect of the 
National Adjustment Grant is akin to “poor- 
relief’ and the “means test’, which have been 
so bitterly attacked in England. Both of these 
concepts are rapidly becoming outmoded in the 
health and welfare fields. The result of such 
a policy would be to curtail rather than to 
encourage progressive health programmes, 
~ The ultimate net effect of the whole scheme 
would be to scale down and to hold down 
British Columbia’s health and welfare stan- 
dards to the so-called Canadian Average, 
which, as already stated, is, in the light of the 
most competent opinion not only a fallacy, 
but is indicative of inadequacy rather than 
adequacy. 

British Columbia is ready—has always been 
ready—to accept any necessary terms to ad- 
vance the War effort, but demurs at accepting 
as a permanent peacetime solution of our con- 
stitutional and financial problems, a plan which 
is so prejudicial to provincial welfare. 
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RETREAT OR ADVANCE? 


by THE HON. JOHN BRACKEN 


Prime Minister of Manitoba 


These observations on the future of Western Canadian economy in the light 
of the failure of the Ottawa Conference on the Sirois Report were contained in an 
address to the Board of Trade delivered by Mr. Bracken on February 6, 1941. 


ee ee years ago last July the 
Canadian nation was born. At that time the 
four federating provinces decided that they 
would retain their provincial governments for 
certain local purposes; and that they would 
create a central or federal or Dominion Gov- 
ernment for certain other purposes common 
The British North America Act 
which gave birth to the new nation divided the 


to them all. 


functions of government between the Prov- 
inces and the Dominion. To the Provinces was 
given jurisdiction over matters of local or pro- 
vincial concern, while to the Dominion was 
given jurisdiction over matters of national con- 
cern. The functions of government assigned to 
the Dominion were recognized as the more 
important and costly, and the Dominion was 
therefore given the right to impose any kind 
of taxation whatever. The cost of the local 
matters assigned to the Provinces was at that 
time very small; and to assist in meeting the 
then small cost of these provincial services the 
Provinces were given the right to impose only 
direct taxation, 

As time went on it was found that the pro- 
vincial functions which were so inexpensive in 
1867 grew rapidly in character and extent and 
became increasingly costly. This was especially 
true of education and the social services such 


as hospitalization, child welfare, health, old 


age pensions and unemployment relief. In 


1867 the self-sufficiency of communities, of 
and _ the 
laissez-faire attitude of the time, left but a light 


families and of individual citizens, 
load of social services upon the government. 
After the turn of the century the cost of these 


social services began to increase, and after the 


World War the rate of increase accelerated 
rapidly. Finally when, in the depression of th 
1930's, by a rather strained interpretation of 
the provincial responsibility for social services, 
the wholly new burden of unemployment re- 
lief was imposed on the Provinces and munici- 
palities, the financial resources of most of the 
Provinces became unequal to the burden which 
was thus laid upon them, The extent of this 
vast load may be illustrated by the case of 
Manitoba. In the 55 years between 1881 and 
1936 the general expenses of government in- 
creased no faster than the population, but the 
cost of education increased six times as fast 
and the cost of public welfare services includ- 
ing relief increased sixty times as fast as the 
population. 

In addition to this the nature of the Canadian 
economy and the Canadian national policy is 
such that in this country great corporations 
draw wealth created in outlying Provinces into 
their head offices in Ontario and Quebec. And 
they leave behind the social costs of creating 
The fact that the wealth has been 
taken away, and social costs of creating it re- 


this wealth. 


mains, creates treasury problems of great diffi- 
culty for the outlying provinces, among which 
are the Prairie Provinces. Then again, as an 
exporting area, the Canadian West is exposed 
and vulnerable in the extreme to the vicissi- 
tudes of world trade; and even at the best of 
times this area carries a heavy weight in the 
tariff burden. During the last decade, when 
world trade has been in a state of partial 
collapse and the West has had the worst drought 
in its history, the treasury position of several 
provinces would have been one of continual 


Page Twelve 





sis had it not been for federal co-operation 
| assistance. 
[he net result of these and other factors is 
tat certain Provinces have to be content with 
lower than average standard of public ser- 
ces, even though their rate of taxation is 
eher than the average. 
Because of the obvious unsoundness of the 
}ominion-Provincial Relationship which per- 
itted such a situation, we, among others, at 
the Dominion Provincial Conference at Ottawa 
1936, urged the appointment of a Royal 
Commission to inquire into the matter and to 
make recommendations as to how the situation 
might be remedied. Eventually in August of 
1937 the Dominion Government appointed a 
Commission for the purpose of investigating 
the whole field of Dominion-Provincial rela- 
In its findings the position taken by the 
Manitoba Government was recognized to such 
in extent that we felt that we could support 
the major recommendations of the 


tions. 


Report, 
having reservations only on some of the less 
important ones and in the working out of 
details. 

A Joint Conference between the Dominion 
ind the Provinces was convened at Ottawa on 
January 14, 1941, to discuss the implementa- 
tion of this Report. That Conference 
wrecked when three provincial Premiers and 


was 


their associates refused to sit in with the others 
even to discuss the Commission’s recommenda- 
tions. Did the wrecking of tne Conference per- 
manently destroy the possibility of implement- 
ing the Report? It did not. The Conference 
was scuttled, but the report still lives. It lives 
is a monument to the men who prepared it. 
lt remains a continuing challenge to Canadian 
statesmanship and a guide to the nation as it 
faces the heavy tasks of modern war and post 
war construction. 

The central idea of the Report is one which 
Canada as a democracy dare not reject. That 
ilea is simply this: that every Canadian, re- 
gardless of the province of his birth or habita- 

m, Shall be entitled to an average standard 
0! social and educational services at no more 
than an average rate of taxation. More than 

it no Canadian citizen has the right to de- 


mand, although there are doubtless some Prov- 
inces that will be able to and will provide more. 
But with less than that no self-respecting Cana- 
dian should be content. If Canada, instead of 
being a federal state, had been set up as a 
unitary state such as Great Britain, in which 
there are no provinces, we should have had 
that average standard as a matter of course. 
Even a totalitarian state would provide such 
And I ask those 
young men who still have their lives before 
them: Is the democracy for which we are fight- 
ing the greatest war in history—is that demo- 
cracy to be content with less than a unitary 


a standard for its citizens. 





state or a totalitarian state would provide for 
its citizens? One has only to ask this question 
to realize that there can be but one answer, if 
the Canadian Confederation is to be worthy of 
the name “democracy.” We have no choice 
but to see that this federal state of ours pro- 
vides a standard of public service no less equit- 
able than other types of political organizations 
can provide. 


Social Reforms Sidetracked. ‘The heart 
of the Sirois Report is its Plan No. 1. We 
must not forget, however, that there are im- 
portant collateral recommendations of the Com- 
mission upon such subjects as agricultural 
marketing problems, trade, 
public health, social insurance and the welfare 
of labour, including wages and hours of work, 
and many other similarly important matters. 
3y the hasty action of the three Premiers, a 


consideration of these important recommenda- 


inter-provincial 


tions has been suspended until such time as 
the Report can be reconsidered. 

The chief recommendations of the Report, as 
I have said, were those which made up the 
Commission’s plan of public finance and taxa- 
tion for Canada, which they designate as Plan 
1. This plan consists of four main items: 


1. That the Dominion should take over from 
the Provinces and municipalities the whole 
burden of relief for employable unem- 
ployed and their dependents. 


nN 


That the Dominion should take over the 
net debts of the Provinces. 
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3. That the Provinces should relinquish to 
the Dominion their rights to levy succes- 
sion duties and taxes on personal incomes 
and corporations. 

That the existing subsidies given by the 
Dominion to the Provinces fixed upon the 
basis of population should be abolished ; 
and that where necessary the Dominion 
should make to the Provinces national 
adjustment grants, calculated on the basis 
of need. These grants are to be sufficient 
to enable the Provinces to maintain an 
average Canadian standard of essential 


services with an average level of taxation. 


One could not help feeling as he listened to 
the speeches of the three dissenting Premiers, 
that they did not comprehend the effect which 
the working out of this plan would have upon 
provincial budgets. I shall therefore attempt 
to outline its workings, and then consider some 
of the objections taken by the three Premiers. 
A full comprehension of Plan 1 will indicate 
very plainly, I think, that the objections raised 
must be based in substantial part upon a mis- 
conception of that plan and of the way it would 
work out. Between and the 
Provinces, there is now a certain division of 
Plan 1 


the Commission propose certain changes. Sup- 


the Dominion 
revenues and of responsibilities. In 


pose we examine how these changes will work 
out. We could examine its application to any 
Province, Saskatchewan for example; but let 
us look, rather, at the figures for our own Prov- 
ince and its municipalities. Just imagine that 
you have a pencil and a plain sheet of paper 
in front of you. Now draw a line vertically 
down the centre of the paper, and mark one 
side “credit side” and the other “debit side’. 

What is the The 


Dominion takes over the cost of relief and of 


first item to consider? 
provincial net debt services. That relieves the 
What is 
the total cost to the Dominion for these and 
related items taken over from Manitoba? It 
is $9,632,000.00 per year. Very well, put that 
figure on the credit side of the simple balance 


Province of that much expenditure. 


sheet we are drawing up for Manitoba and its 
municipalities, 


Now, what about the debit side. Well, 
come tax and corporation taxes, and als: 
existing Dominion subsidy. Therefore 
Province loses these as revenues. Therefor 
put down the amount of them on the debit ; 
of the balance sheet. What do they an 
to? $7,184,000.00. Now we deduct the < 
side from the credit side. The differenc 
tween the two is $2,458,000.00. This is th 
amount by which Manitoba and its munici- 
palities would be better off if the Report wer 
implemented in respect of the items that I have 
mentioned, viz., relief, provincal debt, the thre: 
taxes and the provincial subsidy. 


Calculating the Adjustment Grant. For 
Manitoba the Commission found that an irre- 
ducible national adjustment grant of $2,100- 
000.00 per year should be made. How was 
this figure arrived at? Well, first of all, re- 
member that the national adjustment grant is 
to be given to enable each Province to hav 
average services at no more than average taxa- 
tion. So, after taking off these trial balances 
for each of a number of years (the Commission 
used 1936-39), the Commission enquired as to 
the adequacy of such items as road maintenance 
and each of the other social and public services, 
and asked itself this question, “How much 
extra does the Province need to bring its ser 
vices up to the national average?’ Then they 
put that figure down. Then the Commission 
enquired as to what proportion of the people's 
income is taken for provincial and municipal 
taxation, and it asked itself, “How much does 
the Province’s burden of provincial taxatior 
exceed the average of all Provinces?” 
they marked that down. Then they asked this 
further question, “If we take the Manitoba 
position as it would be changed by the Sir 
Report Plan 1; if we add what more Manitolha 
must spend to bring its services up to 
Canadian average, and deduct the taxation, if 
any, that Manitoba imposes over and above t 
Canadian average, will the Province then 
able to pay its way, or will it go behind?” A: 
if the answer to this question is that it will s 


behind, the plan provides for the payment 
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Dominion of a national adjustment grant 
in amount that will enable the Province to 
ance its budget. 

\s I have noted, the Commission’s adjust- 

nt grant recommended for Manitoba is 
2.100,000.00. The purpose of the Conference 

s amongst other things to review the basis 
of the recommended adjustment grants to the 
rious Provinces, since when these are fixed 

y are irreducible, but may be adjusted up- 
wards after five year intervals. 


National Adjustment Grant is Self- 
adjusting. It seems to us that this self-adjust- 
ing quality of the national adjustment grant 
has been ignored by Mr. Hepburn in some of 
his most important criticisms of the Report. 
For example, he says: “Quebec is to receive 

$8,000,000.00 yearly irreducible subsidy, 
while others, including Ontario, are not to re- 
ceive a cent.” True, the Commission, using the 
1937 base, figured out the effect of the general 
provisions of Plan 1 on Quebec and Ontario. 
(hen using the figures for certain years, it cal- 
culated Quebec’s budget position and Ontario’s 
budget position. The result of these calcula- 
tions was the recommendation that Quebec was 
entitled to a national adjustment grant of 
$8,000,000.00 and Ontario needed no national 
adjustment grant at all, on these figures. 
But it was open to Mr. Hepburn to show 
that the basis of these figures were wrong, 
that the years chosen were not the proper ones 
ior the purpose of making these calculations, 
uid any other reasons that he might advance 
ior questioning the $8,000,000.00 grant to 
(Juebec, or the absence of a grant to Ontario. 
Indeed that this might be done was the main 
purpose of calling the Conference. Why did he 
not do it? I do not know. 

\n Ontario Minister, the Hon. Mr. Mc- 
(Juesten, made the very sort of statement of 
Ontario’s position under Plan 1 which would 
have been useful in determining whether in 
mplementing the Report the national adjust- 

nt grants as recommended by the Commis- 
ion, or some other amounts, should be made. 

this statement it was claimed that instead of 

g millions of dollars better off, as alleged 


by the Commission, Ontario would be millions 
of dollars worse off as a result of the applica- 
tion of Plan 1 in Ontario. Then Mr. Mce- 
Questen read this statement, “The reconcilia- 
tion of these amounts is available and can be 
explained by the technical officers of the Treas- 
ury Department’; but after making this offer 
he robbed it of any effect by saying before he 
sat down—‘Mr. Prime Minister I have finished 
with my presentation of the financial effect of 
the Report as it appears to the Province, and I 
am authorized to say on behalf of the Premier 
of the Province, the Ontario delegation and 
the people of the Province, that our association 
with this so-called Conference is over.” 

In other words, having placed its figures on 
the record, the Ontario delegation was to with- 
draw before anyone could take up the offer to 
have them reconciled with the figures of the 
Commission’s experts or explained by the 
Ontario technical officers. 

3ut Mr. McQuesten’s figures, even if cor- 
rect, would not produce the consequences 
which he attributed to them. Let us suppose 
that the Ontario experts could prove that the 
Commission’s experts were wrong to the 
amount of millions of dollars, and that actually 
the application of Plan 1 would cause Ontario 
to lose millions instead of gaining millions. 
What would that mean? It would only mean 
that since Ontario, by the application of Plan 
1 would be left unable to pay for its services 
without incurring a deficit, it would have to 
get a large national adjustment grant, instead 
of getting none at all. Thus, if the Ontario ex- 
perts were right (no one admtted that they 
were right, and they did not stay to prove that 
they were right) Ontario might well be entitled 
to get a national adjustment grant of $8,000,- 
000.00 or some other figure, the same as 
Quebec. It can thus be seen that this one of 
Ontario’s complaints is without any reasonable 
basis for support. 

Even if Mr. McQuesten’s figures were right 


it would not mean, as he so graphically puts 
it, “that education in Ontario would be set 
back 50 years. 
estate taxation would 
apply particularly to the ‘little red school 


Nor would it mean that real 


increase. This would 
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house’ and to the struggling separate schools.” 
Such a statement, particularly from such a 
source, is wholly unwarranted. Nor would it 


mean as the Minister suggested, a loss in 
the 


another 


revenue to University of Toronto of 
$500,000.00- 


Nor would it mean that real estate taxation in 


unwarranted statement. 
ntario would increase, as he also suggested. 
In fact, in the whole statement read by Mr. 
McQuesten there is implicit either that its 
author completely misunderstood Plan 1, or 
that he was not desperately anxious that the 
people of Ontario should understand it. 


Misapprehension in British Columbia 
and Alberta. Mr. Pattullo of British Colum- 
bia is also under the same sort of misappre- 
hension when he says: 

We will be in such a position of incapability 


to move forward, or even to maintain existing 
standards. 
‘ says again: 

Everyone desires to see Canada strong and 
united, but this object cannot be achieved by way 
of a mechanization to establish a general Canadian 
average. 

And further on: 

Heretofore the Provinces have had a measure 
of independence of action, but the new proposals 
definitely would checkmate anything of the kind. 

Every one of these statements is quite unwar- 
ranted and has no basis in anything contained 


in the Report. As a matter of fact, reference 
after reference in Mr. Pattullo’s speech demon- 
strates that, if he read the words of much of 
the Report, their meaning has eluded him. 
Mr. Aberhart is under a similar misappre- 
hension when he makes the statement : 


Working under such a_ semi-independent 
financial Commission we would not be able to 
have the educational system we have at the pres- 
ent time. We would not be able to have such a 
system, unless Quebec had a similar educational 
system. 

This statement, like those of Mr. Hepburn, 
Mr. McQuesten and Mr. Pattullo, is a wholly 
incorrect, misleading and unwarranted one. 
Under the Commission’s Plan 1, any Province 
can have whatever educational system it likes 
and is willing to pay for. It will receive neces- 
sary help from the Dominion in the form of a 


national adjustment grant, to enable it to main- 


tain an average Canadian standard of pul ic 
But tO 
use the language of the Commission (Book |], 
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It should be made clear that while the adjust- 
ment grant proposed is designated to enable a 
province to provide adequate services “at th 
average Canadian standard” without excessive 
taxation on the average Canadian basis, the fr 
dom of action of a Province is in no way impaired, 
If a Province chooses to provide inferior serv 
and impose lower taxation, it is free to do so, or 
it may provide better services than the averag: 
if its people are willing to be taxed according], 
It may, for example, starve its roads and improv 
its education, or starve its education and improv 
its roads—exactly as it may do today. 


services with an average of taxation. 


Would Quebec Get Preferred Treat- 
ment? 
is that Quebec would appear to be getting pre- 


Another of Mr. Hepburn’s objections 


ferred treatment, in that it is being relieved oi 
some of the municipal debt, while other Proy- 
inces are not. Now, as you all know, since the 
municipalities are created by the Province, the 
Provinces can delegate to them just as many, 
or just as few provincial functions of govern- 
ment as they choose. Some Provinces delegate 
more provincial functions to the municipalities 
than others do. It so happens that these local 
governments in the Province of Quebec have 
borne a much larger share of joint provincial- 
municipal functions and expenditures than in 
other Provinces. This has been 
the relative position between the provincial and 


reflected in 


municipal debt in that Province. Thus, in 1937 
uebec’s gross provincial debt was but a little 
It is the 
only Province in Canada where this relation 


over half the gross municipal debt. 
obtains. In Ontario, for example, the gross 
provincial debt in 1937 was almost double the 
gross municipal debt. 

Thus, because Quebec’s municipal debt is 
high, her provincial debt is low. It seems 
then only fair that the Dominion should take 
over 40% of Quebec’s provincial and muni- 
cipal debt combined. Wherein is this unfair 
to other Provinces? Ontario for example’ 
According to the Commission’s figures, t! 
net debt service of the Province of Ontario 
itself to be assumed by the Dominion amount: 


on the 1937 base to $18,539,000.00; whereas 


40% of the net debt service of Quebec and it: 
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icipalities to be assumed by the Dominion 


311,843,000.00. In other words, under the 


nmission’s proposal to which Premier Hep- 
burn so violently objects, it would cost the 
minion $6,696,000.00 less per year to take 
er the Quebec debts proposed than it would 
to take over the Ontario debt proposed. Yet 
Mr. Hepburn objects because in the Quebec 


figure there is a portion of the municipal debt 
included. 


Manitoba’s Debt Compared With 
Ontario’s. Mr. Hepburn on occasions has not 
been backward in criticizing Western Canadian 
public finance. We have been accused of a lack 
Yet 


with all Ontario’s advantages in tax resources, 


of economy, and indeed extravagance. 


and with all of our disadvantages what do we 
find according to the Commission’s figures? 
Ontario in 1937 had a net debt of $455,921,000 
or 123.26 per capita; whereas Manitoba had a 
net debt of $77,821,000 or 108.08 per capita. 
\nd as for gross debt, the gross provincial debt 
{ Ontario, according to the figures of the Com- 
mission, in 1937 was greater than the gross 
lebt of Prince Edward Island, Nova Scotia, 
New Brunswick, Quebec, Manitoba and Sas- 
These facts leave one 
wondering whether all of the fuss the Premier 
{ Ontario is making about the Quebec muni- 


katchewan put together. 


cipal debt is not a smoke-screen to cover up 
the fact that of all the Provinces of Canada, 
Ontario, because it has by far the largest pro- 
vincial debt, will benefit by far the most from 
the Dominion Government’s assumption of pro- 
vincial debt. 


The Fairy Tale About “Bond Holders’”’. 
(he opponents of the report have repeatedly 
asserted that it is part of a nefarious scheme 
to make millions of dollars of profits for the 
present holders of western bonds. In view of 
the plain terms of the report itself and the state- 
iments made by the Hon. Mr, Ilsley at the Con- 
lerence these arguments are either incredibly 
naive or incredibly unscrupulous. What is the 
issurance of the Hon. Mr. Ilsley, Minister of 

ince? These are his words: 


I think I can assure any persons who are 


interested in this matter—and everyone should be 
interested in this matter—that there is not the 
slightest intention if this load of public debt of the 
Provinces were assumed, to permit speculative 
windfall profits. 

Although in the Ontario Government’s ad- 
vertisements in the press Mr. Hepburn’s refer- 
ences to the supposed windfall profits that 
might be made by the implementation of Plan 
No. 1 are quoted in full, there is not a word of 
Mr. Ilsley’s categorical assurance that such 
windfall profits would not be permitted. And 
in spite of Mr. Ilsley’s assurance, Mr. Hepburn 
was still flogging this dead horse in his recent 
speech to the Toronto Board of Trade. 


Effects of Conference Failure. The plain 
implications of any permanent failure to imple- 
ment the Sirois Report, or provide an adequate 
alternative, point clearly to a coming disaster 
which should be obvious to all thinking men in 
Canada who are not economic or political 
3ourbons. To all such I would say, “If you 
have no fears for the future, look around you 
in the present. You did not meet the people 
of Alberta half-way when they were in desper- 
ate need, and Canada today is reaping the 
harvest of your obduracy. You say we serve 
no useful purpose when we state that conduct 
such as that displayed at Ottawa unless repu- 
diated will destroy inter-provincial trade and 
national unity; yet, even as the words are on 
your lips, a report comes from Alberta that 
their credit house marketing scheme is to be 
enlarged,—a scheme which sets up a species 
of provincial exchange or monetary system and 
a species of provincial protection in the form 
of a 5% bonus on the purchase of Alberta-made 
goods. This is not a threat of the future—it 
is a fact now in the present moment. Let 
every Province do the same thing, and what 
becomes of national unity, of inter-provincial 
trade, of the War effort, and of the work of the 
Fathers of Confederation ? 

The happenings in Alberta during the past 
six years can in my judgment be explained on 
no other ground than that a majority of the 
people of that Province despaired of getting 
fiscal justice from the same sort of reaction- 


aries who now oppose the implementation of 
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the Sirois Report. Canadians ought to beware 
lest they have some more Albertas on their 
hands. There are other Provinces, too, which 
are surfeited with being economic colonies of 
Toronto and Montreal. These other Provinces 
are no longer willing to keep on trying to main- 
tain impossible burdens of relief and inadequate 
social, educational and public services out of 
high rates of taxation upon the skimmed milk 
after the cream has been taken away by cor- 
porate business, to become the subject of pro- 
taxation elsewhere. And if these 


Provinces were willing to keep on doing it, 


vincial 


the time has come when, with all the good-will 
in the world, they are not financially capable of 
This is not a threat. It is not even 


It is a statement of fact. 


doing it. 
If there 
are those who do not recognize facts when 


a warning. 


they encounter them, they may wish to label 
it a threat. But a fact by any other name is 
still a fact, just as the sea-tide was a fact which 
would not heed King Canute’s commandment 


that it cease to flow. 


Conclusion. 
dangerous days—perhaps the most historic as 


We are living in historic and 


well as the most dangerous the world has ever 


In the next few 
years—there will be 
decided which of two vastly different phil- 


known—or will ever know. 


months—or perhaps 


osophies will dominate the course of hist 
for generations to come. 

They are historic days within Canada 
and not without danger. Your generation and 
mine, during these days, is at one of the gre: 
crossroads of Canadian history. Within 
next few months—I hope it will not be years 
it will be decided either that we as Canadians 
mean to have a nation, strong and united, on 
the northern half of this continent, or that we 
shall by our lack of decision at this time let the 
country weaken its present effort and dissipate 
its future strength on the dangerous shoals of 
self-conscious provincialism and disunity. 

The decision that will be made will be an 
important one to all young men ; important, yes, 
to all young people everywhere throughout the 
length and breadth of this Dominion; because 
you have your lives to live—you and your child- 
ren and your children’s children—and you will 
have to live them in the kind of Canada that 
those of us who are older leave to you. Let it 
not be said of us, by later generations, “They 
suffered from a babel of tongues; they failed 
Canada because so many of them did not know 
her needs.” Let us determine that if posterity 
speaks of us at all, it will have no choice but 
to say, “They built a worthy superstructure on 
the foundations their forefathers laid in the 
days when the nation was born.” 
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NEW PAMPHLETS 


\ustralian problems and attitudes are none 
too well known in Canada. Therefore there 
should be keen interest in the World Peace 
Foundation’s pamphlet on Australia and the 
| nited States (25 cents, Boston) by Professor 
Fred Alexander, of the History Department 
of the University of Western Australia. This 
pamphlet traces the course of Australian- 
\merican relations from the days—not so 
long ago—when the two countries knew and 
cared little about each other, and had their 
principal cultural connexions through Great 
Britain, down to the present time, when the 
erowth of Japanese aggression in the Pacific 
has made both countries realize their common 
interests and sympathies. Professor Alex- 
ander shows how Australia’s policy—in so far 
as she had one independently of Whitehall— 
used to be based, first on the old Anglo- 
Japanese Alliance, and subsequently upon the 
idea that Australia had no concern with what 
might go on in China. This policy of ‘“‘ap- 
peasement”’ in the Pacific was responsible for 
Britain’s refusal to co-operate with the U.S. 
in restraining Japan from her aggression in 
\lanchuria in 1931-2—the first step towards 
the breakdown of the influence of the League 
of Nations. However, the lingering remnants 
of this policy vanished when Japan joined the 
kome-Berlin axis. Since then, Australia has 
become an important factor in ‘‘Western 
Hemisphere Defence,’’ and the ties between 


her and the U.S. have become correspondingly 
strengthened. 


Professor Alexander deals also 
th the future, and poses some pertinent 
lifficulties, on the economic as well as the 
political side, in the way of collaboration be- 
een the English-speaking peoples. Those 
nterested in Mr. Streit’s plan of ‘Federal 
nion’’ should study Professor Alexander’s 
pamphlet on this matter. 


Viscount Maugham, ex-Lord Chancellor of 
Great Britain, has made a useful contribution 
to anti-Hitler propaganda by his pamphlet, 
Lies as Allies, or Hitler at War (Oxford Press, 
15 cents) in which he analyses the falsehoods 
and inconsistencies which have buttressed 
Nazi aggression in the last eight years. He 
shows that Hitler only allows the truth to be 
published in the countries under his sway, 
when he thinks it will ‘‘pay’’; that before each 
aggression, he lulls his victim to sleep with 
deliberate public lies; and that he is still lying 
consistently about his promised ‘‘New Order.”’ 

A piece of war propaganda likely to be very 
popular in some quarters is Come Wind Come 
Weather (Ryerson Press, 25 cents) by Daphne 
Du Maurier. It consists of sketches of life 
and behaviour in Britain under war-time con- 
ditions. These sketches are tinctured with 
Buchmanite ‘“‘Moral Rearmament” sentiment- 
alism. They are unpretentious, and often 
edifying. Unfortunately, they have received 
exaggerated praise in the press as ‘‘a handbook 
on morale,”’ which is going too far. 

Survey Graphic (50 cents, New York) for 
March contains a valuable special number 
dealing with Latin America, which is full of 
information and pictures not readily obtain- 
able from other sources. 

La Société Canadienne d'Enseignement 
Postscolaire has published, under the editor- 
ship of M. Séraphin Marion, a second pam- 
phlet in its series of translations (by the Société 
des Traducteurs of Montreal) from our recent 
publications. This is Une Poignée de Main a 
l’ Amérique Latine by Mary McLean and J. R. 
Baldwin. The price is 5 cents. Much interest 
has been shown in Quebec in the first of the 
series, issued a month ago, on Quel est le Niveau 
de la Santé Publique au Canada. 
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